General Business Conditions. 





HE downward movement of prices, 
of which the first signs appeared last 
May, and which became quite evi- 
dent in October, has become more 
general and precipitate in the last 
month. ‘The hopes that had been entertained 
that the descent to a lower level would be ac- 
complished so gradually that the losses would 
be covered by current profits, without serious 
interruption to business and without unem- 
ployment, have proven illusory. Rarely, if ever, 
has there been so great a decline in commod- 
ity prices in so short atime. The twelve basic 
commodities included in the price table of the 
Federal Reserve Bank of New York, to-wit: 
wheat, corn, hogs, sugar, pig iron, copper, 
lead, lumber, petroleum, cotton, hides and rub- 
ber, have declined on the average 33.5 per cent 
since the high point of the record in May. 

Petroleum is the only one of this group which 
has not suffered severely, and owing to the 
growing demand for fuel oil, gasolene and the 
other products it has scarcely suffered at all. 
All of the others have been forced lower during 
the past month, and ended the month without 
improvement. 

The Bureau of Labor figures, October aver- 
age, based upon about 325 commodities, were 
? per cent below September, and 17.3 per cent 
below the May average. As compared with 
October, 1919, the table shows a decline in 
articles of food of 3% per cent, cloths and cloth- 
ing nearly 18 per cent, and farm products 21 
per cent. Bradstreet’s table of consolidated 
prices is down 24.8 per cent from its peak, 
which occurred in February. 


Industry and Trade. 


Industrial activity was generally well main- 
tained throughout October, notwithstanding the 
reduced operations in the textile mills and shoe 
factories. Raw cotton consumption was the 
lowest for any month in the last four years. 
Building activity has declined, and unemploy- 
ment has increased in the past month. The 
coal situation is improving and prices are de- 
clining, although dear coal is a serious factor 
in production costs. 
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New York, December, 1920. 


Trade is reported light for this season of the 
year, and the railways having cleaned up for 
the most part the congestion which existed in 
the Spring and Summer, are having some fall- 
ing off in traffic. The grain movement from 
the farms is light. Outside of New York City 
payments through banks are fairly well main- 
tained, being reported by the Federal Reserve 
Bank for the week ending November 24, as 6.7 
per cent below the corresponding week of 1919. 
Including New York City, the falling off is 9.2 
per cent, but business was very active and 
prices were high in November, 1919. 


Evidently current conditions are not yet 
reflected in the volume of payments, for in- 
dustry has slackened decidedly during No- 
vember and wholesale trade is very slow. The 
business which should be going on now in 
orders for the retail trade of next Spring is 
not being done. This is especially so of shoes, 
clothing, dress goods, underwear, knit goods 
_ the textiles generally, but is true in all 
ines. 


The Farmers’ Losses, 


The fall in prices of farm products during 
the past month has given a more serious aspect 
to the entire business situation. Following the 
declines in September and October the cuts 
again have been very deep, and are of far- 
reaching influence. When the price recessions 
occurred in the months following the armistice 
and a general reaction in business seemed to be 
imminent, farm products were sustained by a 
heavy foreign demand, and with the buying 
power of the farm population sustained, a good 
general trade over the country was maintained, 
and the industries that had been disturbed 
were brought back into line. The expectations 
of continued prosperity during the coming 
year have been based upon the assumption that 
with Russian products still out of the competi- 
tion the demands from western Europe would 
continue to sustain prices for farm products. 
This expectation has been disappointed. The 
drop in farm products lets down practically 
one-half of the industrial organization, and 
renders it unable to continue purchases of the 
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other half on the same scale, without a general 
readjustment of the basis on which the ex- 
changes are made. 

The farmez has suffered not only a great 
direct loss of purchasing power, but a shock 
which will affect his mental attitude toward 
expenditures for some time. He has debts to 
pay, more debts than at any previous time, 
judging by the volume of bank loans, and it 
will take a great many more products to pay 
them than it would have taken a year ago or 
three months ago. It is not ta be expected 
that he will be the free spender in the near 
future that he has been during the last year. 

Agricultural Products. 

All the chief agricultural staples have fallen 
to new low levels during the past month. The 
figures for wheat, corn, oats and hogs at Chi- 
cago and cotton at New York are given below 
for October 30, and November 29: 


Oct. 30 Nov. 29 
Wheat per bushel (December)........ $2.10% $1.56% 
Corn per bushel (December). 85% 6656 


Oats per bushel (December) oN 55% -45 5% 
Sotton per Ib. (December)..... ane , mae 15.2 

The fluctuations in wheat have been violent, 
export sales bringing sharp rallies, while the 
general business situation, price declines in 
other commodities, European exchange rates, 
and progress of the crops in the Southern 
Hemisphere, exerted a steady influence against 
prices. Exports have continued at a good rate, 
the total for wheat and flour counted as wheat 
from the United States and Canada, from July 
1 to November 25, being 203,012,972 bushels, 
against 133,806,825 bushels last year. That 
looks well, but those two countries have as 
much more to spare between now and July 1 
next, and Argentina and Australia will soon be 
shipping. There has been no change during the 
past month in the reports as to their probable 
surplus, but there is news of threatened 
drought in India. However, nobody has count- 
ed much on India. 

World Supplies. 

There is no big surplus of wheat in the 
world. Allowing for the uncertain character 
of all crop estimates, for even the figures upon 
our own crops are only estimates, and allow- 
ing also for uncertainty about European con- 
sumption, the margin of safety is small. No- 
body will really know until about next May or 
June whether all our wheat will be wanted or 
not. Meanwhile, the question with each holder 
or prospective purchaser is whether or not he 
wants to carry wheat over into the next crop 
year. The answer to that question determines 
his attitude. Market opinion is shown by the 
fact that wheat for March delivery is still 
about 5 cents per bushel below the December 
delivery. 

Cattle and hogs have been coming to the 
markets in heavy runs during the past month, 
many of the cattle off of grass and unfit for 





market. The effect of these receipts has been 
to break the prices. The best steers held their 
own pretty well, but comparatively few were 
good enough to bring over $14 per hundred- 
weight in Chicago. General run has been $2.00 
to $3.25 lower than November Ist. Receipts 
of hogs also have been heavy, and the price at 
Chicago is down to $10, for the first time since 
1916. 

Dairy products have held up well, although 
the best grade of butter is down about 5 cents 
per pound from a year ago, and lower grades 
twice as much. The condensed milk trade, 
which had great expansion during the war, is 
very flat, the European demand having fallen 
very low. Condensed milk companies have 
taken or are facing heavy losses on stocks, and 
have greatly curtailed milk purchases, which 
is making more milk available for butter and 
cheese. The Hoover campaign for funds to 
feed European children may help the con- 
densed milk situation. Poultry has been bring- 
ing good prices and eggs are higher than a 
year ago, a fact which the wage-earner does 
not fail to take into account when any men- 
tion is made of wage-reductions. 


Cotton and Woolen Goods. 


There has been no change of sentiment in re- 
gard to cotton goods during the past month. 
Production is at a low stage, the mills not run- 
ning more than halftime. Underwear mills are 
generally shut down. Reports about retail 
trade are conflicting, but admitting it to be con- 
siderably below normal, stocks certainly are be- 
ing steadily reduced. ‘One of these days the 
market will find itself bare, but no anxiety 
upon that score is manifest yet. 

Jobbers are advertising special sales in many 
cities, and making strenuous efforts to clear 
out stocks before inventory time. 

The competitive situation is illustrated by 
commission houses offering to put branded 
sheetings in the hands of jobbers, to be charged 
up at the end of the year at the lowest price 
made in the meantime. This is very much like 
the guaranteed price objected to by the Fed- 
eral Trade Commission. 

The continued decline in raw cotton of 
course is a factor in keeping the goods’ market 
unsettled, and holding off buyers; conversely, 
the light demand for goods reacts upon the 
price of raw cotton. 

Statistically the position of cotton is strong, 
assuming anything approaching normal world 
consumption, but consumption abroad and at 
home at present is light. 

Little change has occurred in the wool situ- 
ation, which waits on a revival of business in 
woolen goods. Prices are so unsettled that it 
is difficult to quote the market. Reports from 
foreign wool markets are indicative of weak- 
ness, although the highest grade of wool holds 
its own very well. 














Copper, Spelter, Lead and Zinc. 


We give below from the “American Metal 
Market,” the average quotations for copper, 
spelter, lead and tin in the New York 
market, for each of the ten years ending with 
1914, and for the ten year period, together with 
the quotations on the Ist day of November, 
1919, and the 1st and 22d day of November, 
1920. 











Electro 

Copper Spelter Lead Tin 
Year N. inN.Y. inN. Y. in N. Y. 
1905. corcccccces coor §=15.98 6.00 4.70 31.55 
PER niianicoied 19.775 6.275 5.66 39.82 
BIRT acsentsnnciedées 2086 6.205 5.35 38.34 
TOBE : crecsennsesocsee 13.39 4.74 4.235 29.54 
TE cidisercnscensie 13.11 5.52 4.30 29.76 
DIRG cidcenisseaseses 12.88 5.66 4.49 34.27 
BGRAD - ccrcceiceeccote 12.55 5.91 4.46 42.68 
BEEP’ ssaer 16.48 7.11 4.485 46.43 
THAD cocccee 15.52 5.80 4.40 44.32 
WHALE cdctsocsensesces 13.32 5.30 3.87 35.70 
AVEVAZe .....00 15.387 5.85 4.60 37.24 
Nov. 1, 1919.. 20.875 7.95 6.70 55.00 
Nov. 1, 1920.. 15.00 7.40 6.875 40.00 
Nov. 29, 1920 13.625 6.15 5.25 36.50 


During the war the price of copper reached 
35 and 36 cents and on spelter 22% cents for a 
brief period, lead 124% cents and tin $1.10 per 
pound. 

It will be seen that copper and tin are now 
below the pre-war average, and, in considering 
the prices realized by producers it must be re- 
membered that the cost of delivering these 
metals in New York has been notably in- 
creased, as freight on those low-priced metals 
is a large percentage of the value. 


The Swing of Business. 





This slump in business conditions has demon- 
strated again that the great movements in the 
business world which make good times or bad 
times are spontaneous and beyond control. 
They are due to mass action and mass psychol- 
ogy. The business of the country depends 
upon the purchases and policies of tens of 
millions of individuals, and when they become 
generally possessed of a spirit of confidence, 
and go ahead with their planning and spending 
under its influence, we have a period of pros- 
perity. The difference between free spending 
and careful economy by all the people of this 
country means a vast difference in the volume 
of trade and the level of prices. 


A state of full prosperity is seldom long 
maintained because it means a balanced state 
of industry, and the balance may be disturbed 
by many influences, originating at home or 
abroad. The war gave an enormous but un- 
healthful stimulus to the industries and 


brought on the rise of wages and prices. Fol- 
lowing the war, there was another abnormal 
period, due to scarcity resulting from the war 
and the release of demands that had been in 
restraint, 


The actual scarcity was exagger- 





ated in many instances, as in the case of cloth- 
ing and sugar, by an insistent demand which 
would be supplied at any price. A market in 
which demand exceeds supply is commonly 
called a seller’s market, on the theory that 
the seller names the price, but the prices upon 
many commodities in the latter part of 1919 
and early part of 1920 were made by a scram- 
ble of buyers and the bidding of dealers eager 
to supply them. There was a shortage of cloth 
and of sugar, but the market was over-stimu- 
lated by the action of buyers, who in many in- 
stances tried to get more than they really 
wanted in the expectation that the limited sup- 
plies would be allotted, or to provide for the 
future. Nobody was more deceived than the 
dealers and producers. The price of raw sugar 
in Cuba went to 23%4 cents per pound, and has 
since dropped to 434 cents. The sugar move- 
ment was an extreme one but that in textiles 
was of the same kind, and both illustrated the 
swing of mass purchasing power. It was at 
its maximum last Fall and Winter. 


Price Structure Top-Heavy. 


But, as already said, a movement of this kind 
is not sustained, because the buying abilities 
of all classes of the public do not remain in 
balance. In the great rise of prices all did not 
share alike. Those whose incomes did not 
keep pace with the rise of prices were obliged 
to curtail their purchases, and as prices went 
higher the support for them weakened. The 
Spring months were unfavorable to trade, 
goods did not move normally, the jobbing 
trade fell off, and with production at a 
high rate goods were accumulating. Money 
was tight, middlemen had heavy obligations 
outstanding and more goods coming, bought 
for the Fall trade. Then came the flood of can- 
cellations and the cutting of prices. The price 
structure was top-heavy. As confidence in the 
future of prices was undermined the attitude 
of the trade and the public completely changed. 
Nobody would buy except to meet immediate 
wants, and goods came out from many quar- 
ters. When it developed that the orders fof 
Fall goods cancelled last May were not to be 
re-instated, and that Fall needs were readily 
satisfied in the open market at continually 
falling prices; and when as the Fall advanced 
the usual buying for Spring delivery did not 
develop, it became evident that confidence 
would not be restored or prices stabilized until 
a far-reaching, thorough readjustment of costs 
and prices had been accomplished. 


When Will Confidence Be Restored? 


The movement has gone too far in some 
directions for confidence to be restored or buy- 
ing stimulated until it has gone farther in other 
directions. The situation as regards purchas- 
ing power is more disorganized and out of 








balance than it has been at any previous time. 
The farming population has suftered a loss of 
purchasing power amounting to somewhere be- 
tween 30 and 40 per cent, or $6,000,000,000 to 
$8,000,000,000, as compared with last year. It 
would be very foolish for the people engaged 
in the other industries to think that they can go 
on making and selling goods as though this 
loss had not occurred, enjoying also the benefit 
of the reduction in farm products. 

Manufacturers, merchants, labor leaders, 
owners of stocks in railroads and industrial 
companies—every body in business—are asking 
how long this depression which is spreading 
over industry is likely to last. Nobody can 
tell the length of time, but it is not difficult to 
name the principal condition necessary to a re- 
vival. The prices of what the farming popula- 
tion wants to buy must come down to corre- 
spond with the prices of what it has to sell. 
Until then the state of reciprocity which is 
‘necessary to the full employment of labor and 
general prosperity cannot exist. The equilib- 
rium must be restored. There will be no confi- 
dence in the situation until the equilibrium is 
restored. Merchants are not going to buy goods 
which they know their customers are unable 
to buy, railroads will not buy equipment to 
carry goods which will not be bought, construc- 
tion work will be at a standstill, enterprise wiil 
be dead, until a basis of fair exchange for the 
products of the industries is reached. 

This is not a matter of resolution, resent- 
ment, or concerted action. It results from the 
character of trade relations, from the fact that 
all business consists of an exchange of services. 
What one class of producers does not get, it 
cannot spend. With trade relations out of bal- 
ance the circulation of goods must be curtailed. 


Will Wage Reductions Be Made? 

It is said that organized labor is going to 
stand for the present wage scales. That is a 
very natural resolution to make, off hand. No- 
body likes to take the back track, and nobody 
should want labor to take the back track in 
any real sense. A reduction of wages which 
would put the general wage-level below the 
new price level would throw the situation out 
of balance in the same way that the fall of 
farm products has thrown it out. Neither the 
farms nor the towns can buy the products of 
the other except on a basis of fair exchange, 
and if the products or services of either are 
unfairly valued the entire industrial system 
will be disorganized. Wages and farm products 
went up fairly well together, and it is a mis- 
take to think that they are not coming down 
together, for they are tied together by the 
economic law. 

It is said that in the principal shoe-making 
centers of Massachusetts the labor organiza- 
tions have passed resolutions against any wage 
reductions and that in the principal textile cen- 


ters of the same state the mill companies and 
their employes have come to a similar under- 
standing, for the present. But the news reports 
from the same cities say that the shoe fac- 
tories and textile mills are running not over 
half time, which means a reduction in wages 
of fully one-half. It is mere fiction to say 
that wages are not reduced when such condi- 
tions prevail, even though wage rates are un- 
changed. 

The shoe-makers and mill-operators may 
think that at least they are better off in that 
they only work one-half the time, but they 
overlook their own interest and the interest 
of the entire laboring population in the cost of 
shoes and clothing. While they are not actu- 
ally sustaining their own wages they are keep- 
ing up the cost of goods, and if other workers, 
all around the circle of the industries, do the 
same, the cost of living will stay up for 
everybody, with earnjngs reduced. Of course 
it will be only fair for the farmers to work 
half time also, and already they have counsels 
of this kind. It is impossible to run the indus- 
tries of this country on half time and produce 
economically or supply the people with the 
comforts they want. Any such attempt is des- 
tined to break down, because it will not yield 
the desired results. 


Position of Wage-Earners. 


We do not believe the wage-earning class 
will be found obdurate when the situation is 


understood in all its relations. They do 
not want to lose any real gains, but there 
are many signs that they will accept lower 
pay if the purchasing power of their wages 
is not reduced. That gives a basis for 
agreement. An official of the American Fed- 
eration of Labor is quoted as saying that there 
must be no reduction below the levels of 1914, 
plus allowance for increases in the cost of liv- 
ing. That sounds all right, but it must be borne 
in mind that the cost of living is not something 
imposed upon the wage-earning class from 
above or from the outside; it is largely depend- 
ent upon the wages they insist upon having 
and their own attitude toward their work. 
They should not disclaim their proper share 
of responsibility for the cost of living, or think 
they can make someone else bear it. Nor can 
they, any more than any other class, escape 
their share of the results of ills and calamities 
that afflict the world. They may say that they 
are not responsible for the war or the disorgan- 
ization of industry which has resulted from the 
war, but these costs must be borne by society 
as a whole, with every member bearing some 
share. 


Improvements in Industry. 


On the other hand there are the possibilities 
that lie in improvements in industry, by which 
it can be made more effective, production in- 








creased and costs reduced. Just as no one in 
society can escape some share of the effects 
of great calamities, however they may be 
caused, so no one can fail to receive some share 
of the benefits which result from improve- 
ments in the arts and industries. A great corn 
crop does not benefit the growers or land- 
owners alone; indeed they are thinking now 
that they have over-done their service to the 
community, and so it may be unless all the in- 
dustries give the same honest effort for the 
general good. The improvement of industry 
and general increase of production is the true 
way of progress, and labor can play a great 
part in the advance. With respect to this 
also there are signs that it will not be wanting. 

The United Engineering Societies of this 
country, a recently formed organization of 
which Herbert Hoover is the first head, has 
proposed a policy of co-operation with labor 
for the purpose of increasing the efficiency of 
the industries, eliminating wastes and making 
a study of means to promote the social wel- 
fare. Mr. Gompers, as head of the American 
Federation of Labor, has declared his sympa- 
thy with the proposal and his wish to co- 
operate. The idea is an inspiring one. One of 
the first services which the United Engineer- 
ing Societies will render will be to aid in de- 
termining the feasibility of the proposed super- 
power line which it is proposed to run from 
Washington to Boston, to serve as a reservoir 
and feed line for all the electric power plants in 
the North Atlantic territory. Engineers have 
said that $300,000,000 per year can be saved in 
the cost of power. A survey of the project was 
recommended by Secretary Franklin K. Lane, 
and Congress has made an appropriation for 
that purpose. It is suggestive of great con- 
structive policies, and so is an alliance between 
Hoover and Gompers. 


Retail Prices an Obstacle to Readjustment. 


Labor answers the claim that wages should 
come down to correspond with the fall of 
wholesale prices, by saying that retail prices, 
which determine the cost of living to wage- 
earners, have not come down to any such ex- 
tent. That is true and on all sides it is being 
said that the situation is up to the retailer. He 
is the distributor and it is charged that he 
is blocking the flow of goods instead of help- 
ing it. His excuse is that he has goods which 
cost him high prices and he wants to work 
them off without loss before dropping to the 
new levels. It is to be said in his behalf that 
the price records of the Bureau of Labor show 
that retail prices generally lagged behind 
wholesale prices on the rising market, as they 
frankly do on the falling market. The report 
of the Federal Trade Commission on the flour 
industry, recently issued, shows that during 
the period 1913-1918 wheat rose 160 per cent, 


flour at wholesale 146 per cent, and flour at re- 
tail 118 per cent. 

There was much discussion while prices 
were rising over the point whether a retailer 
was justified in basing his prices upon replace- 
ment costs, and popular opinion generally held 
that he was not. We have pointed out in com- 
ments upon war time profits that a dealer 
would need the profits of a rising market to 
meet the losses of a declining market. The 
proper basis for prices at all times is replace- 
ment costs, for there is no assurance that a 
dealer can control prices on any other basis. 
There is no certainty that he can sell goods at 
what they cost him. 

But the fact that a retailer did not promptly 
follow prices on a rising market will not help 
him now. He cannot afford to block the pro- 
cession. The producer has had to come down, 
regardless of the fact that his crops or his 
goods were produced on the high level, the 
jobber has had to take his loss, and the re- 
tailer who gets down to the new level as soon 
as possible will gain by doing so. He will be 
selling low-cost goods while his slow-going 
rivals are tied up with the old stocks. The 
best policy for the merchant at all times is to 
turn his stock as fast as he can replace it 
at lower prices. Furthermore, in times like 
these every man who is a link in the business 
chain should do his part to accomplish a speedy 
readjustment and a restoration of confidence. 
There can be no restoration of confidence until 
retail prices are in line with producers’ prices. 
This is no time for recriminations about the 
blame for high prices or large stocks. 


Changes in Retail Methods. 


The situation may result in permanent 
changes in the methods of retail distribution. 
The tendency has been toward chain stores and 
distribution on a large scale by people who 
buy direct of producers, or through agencies 
controlled by producers. ‘The present dead- 
lock and inability of producers to make their 
reductions effective to consumers will stimulate 
it. More shoe factories are going to have their 
own retail stores, for the sake of controlling 
prices to the public. The farmers are aroused 
over the failure of retail prices upon fruits and 
other products to come down, and thereby 
stimulate consumption when products are per- 
ishing. Possibly the retailer sometimes gets 
more blame than is coming to him, but this is a 
time when it behooves every one to play the 
game of co-operation so openly that all can 
see what he is doing. 


Elements of Strength in the Situation. 

The elements of strength in the situation 
which we have named heretofore remain, and 
will become effective when the conditions are 
right. The main condition is that all along 
the line costs must come down until confidence 





in prices is re-established. Confidence will 
not be re-established in prices that rest upon in- 
flated costs, even though all profits have been 
eliminated. It will not be re-established in 
prices that rest upon any artificial support, for 
all such supports are temporary. Prices may 
go lower than can be permanently maintained ; 
it is the usual thing in times of reaction that 
the momentum carries prices too low, just as 
in times of expansion they are carried too high. 
This is preeminently a price situation. There 
is no lack of confidence in the future of busi- 
ness when a basis upon which it can go for- 
ward is found. Price fluctuations in recent 
years have been so wild that the public has 
become distrustful of all prices. For the mo- 
ment buyers stand aside and there is little re- 
sistance to the downward movement, but of 
course this is a temporary situation. 
_ The only prices that seem to be really au- 
thoritative are those that prevailed before the 
war, but it cannot be supposed, that in the pres- 
ent state of industry, this level will be gen- 
erally reached or maintained. Prices that go 
too low will recover their proper place as the 
revival spreads. 


Construction Work, 


Construction work has always led the way 
in récovery from business depression. The 
difference between good times is largely in the 
amount of construction work going on, and 
the strongest factor in the present situation 
is the amount of such work needing to be done. 
The country by all reports is underbuilt. None 
of the deficit of the war time has been made 
_ good, but last year and this year the country 
has fallen farther behind, because there is no 
confidence that present wage rates for ’me- 
chanics or prices for materials will be sus- 
tained in face of general business conditions. 
With great numbers of people out of employ- 
ment, and the demand for office space and 
factory additions falling off, investors are 
not wanting to put their money into building 
operations at costs which they believe can be 
very much lowered a year or'so later. But if 
wages and prices come down, so that building 
investments look to be safe against later com- 
petition there is a vast amount of work to go 
forward. There is no industry that holds such 
possibilities of help for the situation as house- 
building, for the materials required would give 
employment in a great variety of industries. 

The railroads have a great amount of work 
to be done, and only need the encouragement 
of lower interest rates, which undoubtedly are 
on the. way. 

The manner in which the country has borne 
the great shrinkage in values, the comparative- 
ly few important failures, has shown that the 
business structure is essentially sound. The 
banks have.carried the situation through the 
credit strain, There will be plenty of credit 


for a revival of business on a lower level of 
prices. The business organization is in work- 
ing order and ready ‘to resume normal opera- 
tions when conditions are right, which, as we 
have indicated, will be when retail prices, 
wages and industrial costs generally have come 
down to the level reached by the basic raw 
products. 


Why Industries Shut Down. 


When the mutual dependence which exists 
throughout industry is seen, the fallacy of the 
protest against the closing of factories will be 
understood. It is a superficial view that the 
shut-downs are simply to maintain or raise 
prices. The primary reason is that the goods 
cannot be sold, and that the proprietor either 
has no confidence in the future market or lacks 
the capital to pile up goods. In the present 
situation it is plain that a readjustment of 
all manufactured goods to a lower basis is 
necessary to bring them into line with raw 
materials, food products and the general level 
of prices. It takes time to accomplish such a 
readjustment. It cannot be expected that the 
manufacturer will go on making goods which 
he knows he will have to sell ata loss. There 





is a common rule of conduct in such matters, 
which everybody naturally follows and which 
is Fragen sound and in the public interest. 


ew concerns have the capital to run long 
unless the goods are being concurrently sold. 
The volume of bank loans shows that business 
is borrowing great sums, much greater at this 
time than ever before, and it: could ‘not in- 
crease these loans for the purpose of piling up 
goods to be sold at a certain loss. The losses 
to proprietors are of staggering proportions 
now, with everybody striving to make them as 
small as possible. No one can gain in the long 
run by dissipating the capital which is engaged 
in carrying on industry, or breaking up estab- 
lished organizations. Bankruptcies mean that 
works are closed permanently, or until new 
capital can be found and new organizations are 
formed, and meantime labor is out‘of employ- 
ment. The common interests are served by re- 
adjustments which keep all the factors of in- 
dustry on a harmonious working basis. 


The Kansas Court. 

The Industrial Court of Kansas has cited 
seven flour-milling companies before it to an- 
swer why they have been operating only part 
of the time. The markets give the answer. 
Throughout the present season wheat has been 
selling for the forward deliveries at heavy dis- 
counts below the spot deliveries, as much as 25 
cents a bushel. This means that it has been 
impossible to buy cash wheat and make it into 
flour for future delivery without loss. Consum- 
ers and dealers have been buying flour for im- 
mediate needs only, and the mills have run only 
upon orders. If they had been running full 








time throughout recent months and storing 
flour in warehouses, they would all be bank- 
rupt and shut down permanently by this time, 
and if the Kansas courts were to require that 
kind of management there would be no more 
flour-milling in that state. 


Canadian Competition. 


In explaining their situation and policy to 
the Court the Kansas millers, according to 
newspaper reports laid emphasis upon the com- 
petition of Canadian flour and also upon the 
disadvantage under which they labored from 
the fact that millers in Minneapolis had been 
buying Canadian wheat below the prices of 
Kansas wheat. There is a tendency always to 
exaggerate any novel or unusual factor in a 
situation, and free imports of Canadian wheat 
are something new, and they are coincident 
with the great decline. As a matter of fact 
the Minneapolis mills have been doing little if 
any more than the Kansas mills, and that is 
true of mills in every part of the country. They 
were not running because they could not sell 
flour. 

The November Letter of the Northwestern 
National Bank of Minneapolis, published on 
the 1st of last month referred to the situation 
as follows: 


Never in the history of Minneapolis milling has the 
situation paralleled the present. This is the reason 
that the demand for credit by millers, together with 
that of grain men, has been unusually light. The 
months of September and October are the heavy sea- 
son for manufacturers of flour, but this year the in- 
quiries were “dull and listless.” Minneapolis mills 
are running at about sixty per cent capacity. 

The “Northwestern Miller,” of Minneapolis, 
in its issue of November 24, referring to the 
wheat declines of the previous week and their 
effect on the flour market says: 

As was to be expected, flour was practically unsal- 
able, and quotations reported were only nominal. 
Those for patents marked a new low point since early 
in 1917, but buyers were too much alarmed by the un- 
settled state of the wheat market to do any more pur- 
chasing than was absolutely necessary. 

Mr. Julius H. Barnes, late grain adminis- 
trator, and conceded to be one of the most 
thoroughly informed and competent men in the 
grain trade of this country, before the Com- 
mittee of Seventeen, representing agricultural 
organizations and engaged in a study of mar- 
keting conditions, early last month stated that 
the falling off in the consumption of wheat by 
American mills, amounting to 50,000,000 bush- 
els in the first four months of this crop year, 
evidently was a more important factor than 
the importation of perhaps a quarter of that 
amount. 

Of course Canadian wheat and flour always 
have been in competition with the wheat and 
flour produced in the United’ States, just as 
wheat not yet harvested in Argentina and 
Australia is at this very time affecting prices 
in this country. The United States is export- 


ing heavily to Europe and so are those coun, 
tries, and the prices realized abroad determine 
the prices in all of these countries. The mar- 
kets at home and abroad get out of line with 
each other temporarily, but normally Kansas 
City, Chicago, Minneapolis, Winnipeg and 
other world markets move together, affected 
by common influences. If they get out of line 
free trading brings them back. The influence 
of Canadian wheat in our markets is a little 
more obvious when it comes here than when 
it goes to London, and it is possible that by af- 
fecting public sentiment it may also, tem- 
porarily, have a greater influence upon the 
price. It is true that not only are facts im- 
portant but what people think of them may be 
important. People may misjudge any situa- 
tion, but it does not follow because they do that 
the situation should be forthwith changed by 
legislation. 


Our Trade Relations With Canada. 


It is pertinent in this connection to say that 
in the first nine months of this calendar year 
the imports of all products into the United 
States from Canada amounted to $417,631,824, 
against $338,558,590 in the corresponding 
months of 1919; and that the exports from this 
country to Canada in the same months of this 
year amounted to $754,536,265, against $519,- 
657,944 in the corresponding months of 1919. 
The trade balance with Canada therefore is 
running in our favor at the rate of nearly $450,- 
000,000 per year. Exchange rates are against 
the Canadians, and increase the cost of our 
goods, but they continue to buy, and next to 
Great Britain, Canada is our best customer. We 
talk a good deal about the necessity for build- 
ing up foreign trade, but where shall we find a 
better customer? What is any foreign trade 
good for unless we can collect pay for what we 
sell? Wheat is one of the products we are re- 
ceiving from Canada in payment for our ex- 
ports, and we send every bushel of it to Europe, 
or it releases a bushel of our own to be sent 
instead. The products we are sending to Can- 
ada are manufactured goods for the most part, 
giving employment to labor in this country. 
What is to be gained by interrupting these 
natural relations? 


Money and Credit Conditions. 


There was little change in the credit situation at 
this center during the month of November, but 
such developments as occurred were favorable. 
Liquidation was noted in some lines, but demands 
from elsewhere took up what was released. The 
general movement of funds was against New 
York. The loans of the Clearing House banks 
on November 27th aggregated $5,212,484,000 
against $5,343,273,000 on October 30th, and of 
the Federal Reserve Bank of New York on No- 
vember 26th, $1,052,000,000 against $1,095,527,- 











000 on October 30th. The reporting member 
banks had total loans of $16,793,574,000 on No- 
bmg 19th, against $17,283,996,000 on October 
15th. 

The consolidated statements of the Federal Re- 
serve banks showed on October 29th total 
earning assets of $3,396,043,000 and on Novem- 
ber 26th $3,303,747,000. The discounted paper 
held by the Reserve banks of Cleveland, Phila- 
delphia and Boston for other Reserve banks 
was reduced from $247,100,000 to $156,000,000. 

All of the foregoing figures indicate the ten- 
dency to liquidation. The public, instead of being 
anxious to borrow has become anxious to pay. 

The New York call money market was easier 
in the latter part of the month. On November 
Ist and 2d the high rate was 10 per cent, the low 
rate 9 per cent and the renewal rate 9 per cent; 
from the 4th to the 10th inclusive the high rate 
was 10, low rate 9 and renewal rate 9; from the 
11th the high rate was 10, low rate 7 and renewal 
rate 9; on the 12th, high rate, 9; low, 7; renewal, 
9; on the 13th and 14th 9 per cent ruled; on the 
15th the high rate was 8%, low 7 and renewal 
8%; on the 16th 8 per cent ruled; 18th to 21st, 
high was 7, low, 6, renewal, 7; 27th, high, 7, 
low, 5, renewal, 7, and on this day money 
loaned at 41% after the close; from the 23d to 
the 28th the only recorded rate was 6 per cent. 

A number of small state banks, outside of the 
Federal Reserve system, located in North Dakota, 
closed their doors during the month, it is reported, 
because of impaired reserves and inability to col- 
lect farmers’ paper. The state superintendent of 
banks has expressed the opinion that most of them 
will resume. 


Undoubtedly the general tendency now is to- 
ward liquidation and easier money. As business 
slackens, stocks are reduced and prices decline less 
credit will be required. The speculative fever is 
gone; a moderate revival, which would put a lit- 
tle more buying power into the markets, would be 


helpful. Liquidation is halted, however, by the 
slow movement of the crops and slack trade. It 
is an extraordinary thing to have the country 
banks reducing their balances at the centers in 
November instead of increasing them. 

This is a time when care must be exercised in 
granting credit, but words of caution upon that 
point are almost superfluous now. They were 
more needed last year when things were booming. 
The important thing now is for the banking sys- 
tem to protect the situation from demoralization 
by granting credit where it will be helpful and can 
be granted with safety. 


Foreign Trade and Exchange. 


The foreign trade statement for October fur- 
nished another surprise, the balance in favor 
of this country rising again to nearly $400,- 
000,000. Exports at $752,000,000 were up $145,- 
000,000; while imports at $362,000,000 were 





down about $1,000,000 from September. The 
details are not yet available, but it is known 
that cotton and grain exports were large and 
to a great extent represented purchases made 
in the summer. 


With the exception of the British nearly all 
of the exchanges quoted in the table are lower 
than a month ago: 


Ratein Ratein Change 
cents cents from 
Oct.27 Nov.27 par 


-9050 -8930 -1070 
0141 0145 2237 
0375 -0370 -1560 
Belgium .1930 -0675 0644 1286 
France -1930 .0635 .0608 1322 
England 3.49 3.4950 1.8715 
Switerland.. 1575 -1570 .0360 
Holland 8060 -3056 0964 
1375 -1356 1324 
-1375 -1356 
-1950 -1932 
. 1395 1318 
9648 80 -7575 
-4985 5125 -5060 
*Premium. 


Unit 


Depre- 
Value 


ciation 
Canada 
Germany ..... 
Italy 


2382 
-1930 


Argentine .. 


The United States on the Peak of the Exchanges. 


The United States is on the peak of the 
world in the exchange situation. The resident 
of any other country must pay a premium 
which under normal conditions would be pro- 
hibitive, to obtain the means of making a re- 
mittance to this country. That premium is 
necessarily added to the cost of any purchases 
in this market. Next to this country stands 
Great Britain, with nearly all countries in a 
similar relation to her. Even her own colonies, 
with the exception of Canada, must pay a pre- 
mium for exchange on London. The situation 
shows how great is the dislocation of normal 
trade relations, and explains the paralysis of 
industry, stagnation of markets and low prices 
which exist everywhere. The industries of the 
world have been developed in relations with 
each other, and they cannot operate except in 
relations with each other. 

A recent number of the London Times gives 
a table showing the fall of other exchanges, 
excepting the United States, as compared with 
London, as follows: 

Inc. or dec. 
per cent. 
required 
to pur- 
chase £1. 


Note Circulation 
- Year’s 
Inc. or Dec. 
(in £1,000’s). 
112,564 
33,582 
221.248 
394 
2,548 
12,256 
$1,212 
1,930 
1,545,244 


Country Per Cent. 


ao 
ae 
Ct ps 1 CO CO 


Portugal 
Holland 


Austria* 
Rumania* 
Norway 
Sweden .... 
Denmark 
Finland 


*Six months’ comparison. 
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The Times comments upon the table as fol- 
lows: 

The broad fact that emerges from this table is that 
while currency depreciation has been greatest in 
countries where the manufacture of paper money has 
been most prolific, the fall in currencies has proceed- 
ed at a pace faster than the growth in the production 
of new notes. Take France as one of the most strik- 
ing examples. The increase in the circulation of 
bank-notes on the year has been the moderate one of 
8 per cent, whereas the increase in the amount of 
French currency needed to purchase £1 is nearly 50 
per cent. The figures serve as a melancholy reminder 
of the greatly attenuated power of continental Eu- 
rope to import goods, whether manufactured articles 
or the raw materials that are so badly needed to re- 
start our neighbors on their economic feet, and they 
go a long way to explain why commodity prices are 
falling. 


Australian Exchange. 


Trade with Australia has been greatly em- 
barrassed of late by the inability of Australian 
banks to supply funds either in this country 
or in London. Usually trade between the 
United States and Australia has been settled 
through London, but exports from Australia 
have been light this year and the Australian 
banks have drawn down their balances outside 
until they are obliged to decline to undertake 
further payments. The result is that drafts 
for Australian imports are not being met, and 
Australian importers, although solvent houses, 
are in default in many instances. 


London is more disturbed than New York 
because its trade with Australia is much larger 
and has been saying that the Australian banks 
should export some of the gold they have in 
their reserves. The Australian banks probably 
would do this but for the fact that the gov- 
ernment has restricted gold exports to the 
current Australian production, which -is not 
sufficient to take care of current obligations 
abroad. The United States has been getting 
a portion of the available supply. 

A considerable amount is said to be coming 
to the Australian wool-growers from the Brit- 
ish government in final settlement of joint ac- 
count, but when it will be available is not 
known. When the new wheat crop begins to 
move out, which will be in January, the situ- 
ation may inrprove, and hopes are expressed 
that by March it will be decidedly better. 


South America. 


The South American exchanges continue 
very much depressed. The fundamental cause 
is the great fall in the value of South American 
products, notably wool, hides, coffee, cocoa, 
rubber, and, of smaller importance, sugar. No 
commodities have fallen more than these, and 
some of them are almost unsaleable. These, 
with grain and meats, are the products upon 
which the countries of South America are 
mainly dependent for ability to make pur- 
chases abroad. Inability to realize upon them 
sends up exchange rates on the United States, 
and interferes with both sales and collections. 


Many millions of dollars of drafts on these 
countries are in default’ and the trade is in a 
state of paralysis. Exchange on New York at 
Buenos Aires at this writing is at a premium of 
nearly 30 per cent. 

Several of the South American countries 
have been carrying on loan negotiations for 
the purpose of correcting the exchanges and 
something in this line may be accomplished 
after the first of the new year. It is of course 
very desirable to establish the credits, in order 
that trade may go on, but the public market of 
this country is not yet familiar with South 
American securities, and it is uncertain 
whether they will go at rates which the south- 
ern countries consider satisfactory and have 
been accustomed to pay in Europe. If this 
situation was dealt with comprehensively not 
only would our relations with Latin America 
be greatly strengthened, but our home situa- 
tion would receive the very stimulus which it 
needs. 

Asiatic Exchanges. 


The situation as to the Asiatic exchanges is 
reversed from what it was during the war 
and last year. Early in the present year, while 
silver was around the top prices, the govern- 
ment of India changed the exchange value of 
the silver rupee in British money from 15 
rupees to the sovereign to 10, for the same 
reason that the government of the Philippine 
Islands reduced the silver content of the 
peso, to bring the bullion value below the face 
or exchange value. Since then silver has had 
a great decline, the balance of trade has been 
against India, and the government tried for a 
time to sustain the rupee in its new relation- 
ship by selling drafts on London at the fixed 
rate of exchange. The London Times is au- 
thority for the statement that the government 
used £55,000,000, or the equivalent of about 
$275,000,000, in this effort to sustain the rupee. 
Finally, however, about the 1st of October the 
government gave up the attempt and allowed 
exchange to shift for itself. The result has 
been a decline in the value of the rupee, and 
some exportation of silver from India, with a 
heavy fall in silver in all markets. The United 
States government is still buying silver of 
American production under the Pittman act, 
but the open market for silver is down to about 
72 cents per fine ounce. Chambers of Com- 
merce in the principal cities of India have peti- 
tioned the government to resume the sale of 
drafts, in order that means may be available 
for meeting foreign payments without paying 
the high exchange rates. They are no worse 
off, however, than the people of Australia or 
South America, whose situation is referred to 
elsewhere, or of the people of England who 
have payments to make in the United States. 

A strange feature of the situation is that in 
the face of this situation India continues to im- 








port gold, showing that the demand is not for 
gold as money but as a commodity. 

Japan has continued to take gold from the 
United States, but exchauge rates are now be- 
low the gold point. The reserve of the Bank 
of Japan is so high that its outstanding note 
circulation is entirely covered, but this pre- 
sumably includes gold credits abroad. Ex- 
ports from this country to Japan in November 
aggregated about $17,000,000. 


The Need For Foreign Credits. 


What the London Times says above about the 
effects of the depressed exchanges upon British 
trade should be taken home by ourselves. It has 
been said that we could do nothing, because of 
the pressing needs for credit at home, but a grant 
of credit to South America to enable those peo- 
ples to meet their obligations here would be only 
a shift of credit, and if it encouraged them to buy 
more it would give business to workshops now 
closing down. The situation needs more compre- 
hensive treatment than it has yet received. 

A leading newspaper of the middle west after 
quoting our comments of last month upon the re- 
lation between the failure of this country to grant 
foreign loans and the decline of farm products, 
comments as follows: 

If our financial leaders could have seen from the 
first that we must give Europe assistance to enable 
the devastated peoples to resume industry and thus 
produce goods to repay us, and also to exchange for 
what we have to sell, in other words, if we had under- 
taken in the financial reconstruction to do just what 
we did in the war, there would have been no such 
disastrous falling off in our own market. 

The smash of the farm market is the measure of 


want of foresight, courage and leadership in the part 
of American financiers. 


New York bankers created a Committee in 
June, 1919, for the purpose of starting the for- 
mation of a country-wide organization to pro- 


vide credits for foreign trade. Members of that 
Committee visited Chicago and laid the plan be- 
fore the bankers of that city, who approved of it 
and promised to co-operate. It was proposed 
to form a corporation with a capital of several 
hundred million dollars, and for the value of Gov- 
ernment countenance and encouragement in dis- 
tributing securities it was desired that the Gov- 
ernment should participate to some extent as a 
stockholder. When the plan was taken to Wash- 
ington, however, it met with pronounced opposi- 
tion, the most outspoken coming from the West. 
A prominent senator was quoted by the papers as 
saying that Wall Street wanted to sell a lot of 
European securities and later would. be back want- 
ing Congress to make war to collect the interest. 
An effort was made to hold the Liberty Loan 
Committees over the country together to act with 
the proposed national organization, but the war 
was over, and it seemed to be impracticable to 
continue the appeals for money. 

New York bankers in the past year have placed 
several hundred million dollars of foreign loans, 
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most of them for foreign governments. They 
have been sharply criticized for lending money to 
foreigners which was said to be needed at home, 
although every dollar was used by somebody for 
purchases in America. 

The sale of these securities was vigorously 
pushed in every state oi this country, by mail 
and personal solicitation. Every person consid- 
ered a possible buyer was urged to buy. In the 
case of the French $100,000,000, in which a large 
number of leading banking houses participated, 
The National City Company received subscrip- 
tions from 3,422 individuals for $5,000 worth of 
bonds or less. These subscriptions were made 
up as follows: 
Amount 
subscribed 


$100 
$100 to $500 
$500 to $1,000 
$1,000 to $2,060 
$2,000 to $5,000 


Number 
subscribers 
319 
600 
1,032 

499 
970 

















3,422 


The average amount subscribed for through The 
National City Company taking into consideration 
the total subscriptions received, was $3,324. 

These small sales tell the story of intensive 
campaigning. 

The bankers were criticized in some quarters 
for driving hard bargains with the borrowers, but 
most of the issues can be bought in the open mar- 
ket close to the issue price, some a little above and 
some a little below. The French 8 per cents are 
selling at this writing at a premium of % of 1 
per cent. 

Recriminations are useless, but in view of the 
statement by the President of the Iowa Bankers’ 
Association, quoted elsewhere, as to wild-cat 
stock speculation in that state, it may not be out 
of place to suggest that the failure to take foreign 
securities is not wholly chargeable to “financial 
leaders,” if by that is meant the bankers of large 
cities. Credit in the sums wanted to support our 
foreign trade cannot be supplied by a few “finan- 
ciers,” particularly in these times of high income 
taxes. They must be provided by a united, wide- _ 
spread effort. In the October number of this 
Letter in discussing this subject we said: 

The fact is that the best interests of all countries 
would have been served by a renewal or replacement 
of the Anglo-French loan for another five-year period. 
It would have assisted France in her recovery and 
heiped England to extend more credit to continental 
Europe, and have served both ways in getting the 
world back to rights. Why didn’t we do it? Simply 
because the number of persons who understood these 
relationships was too few to enable the thing to be 
done. 

The modern world is one community, but there 
is no general understanding of the fact. The same 
principle of interdependence which unites the real 
interests of all classes within our country, oper- 
ates between all modern communities. None can 
realize a full state of prosperity unless all pros- 
per together. There is an opportunity now for 
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all.parts of the country to participate in another 
movement.- The American Bankers’ Association 
is about to launch a new corporation, with a capi- 
tal of $100,000,000, which if the subscriptions are 
secured will be a debenture corporation, to issue 
its own obligations, payable in dollars, secured by 
the foreign securities which it will purchase. This 
is on the plan of the Federal Farm Loan Banks. 
The capital can be increased if the public supports 
the enterprise. 


Farm Land Values. 


Much is said in current discussion just now 
about the cost of production, and the losses 
that are being suffered in various lines of in- 
dustry. There are different kinds of losses, 
and it is well to keep the distinctions in mind. 
There is for instance the loss of what might 
have been made if a situation had been han- 
dled more wisely or if some unforeseen devel- 
opment had not upset calculations. Then there 
is the loss of the fair profit which everyone is 
entitled to make in business and which must 
be forthcoming as a rule to provide an in- 
ducement for anyone to take the risks and 
make the exertions that are required in any 
business undertaking. And finally, there is 
out-of-pocket loss suffered when a person 
comes out of a venture not only with nothing 
to show for his time and efforts but with less 
capital than he put into it. This is the kind 
of a loss which hurts most, but nearly every- 
body with any variety of experience as a busi- 
ness proprietor takes such losses occasionally. 





Production Costs in lowa. 


The Farm Management Department of the 
Iowa State College of Agriculture in co-opera- 
tion with the Iowa Farm Bureau Federation, 
has recently completed the gathering of figures 
from a large number of typical Iowa farms on 
the cost of production of wheat and oats, and 
the announcement is made that at the market 
prices current when these prices were given 
out, on October 18th, three farmers out of five 
would lose money on their wheat and nine out 
of ten would lose money on their oats. 


The cost of oats production is based on fig- 
ures secured from 196 farms in different parts 
of the state of Iowa, the farms being selected 
with a view to obtaining average conditions 
over the State. We quote from the report as 
follows: 


The average value of the land on which the oats 
was grown is $260 per acre. The average yield was 
38.3 bushels per acre. On only two farms out of the 
196 was oats produced for less than 44 cents, the 
present market price at Ames. On the other 194 
farms, the farmer, if he sold his grain today would 
lose anywhere from a few cents to a’ dollar a bushel. 

The largest element in the cost of production was 
the charge against the land, including taxes and 5% 
per cent interest on the market value. ' This charge 
amounted to $15.53 per acre . Labor, man and horse, 
came to $6.01; seed $3.23; machinery 79 cents; thresh- 


ing $1.44; twine 39 cents; threshing fuel 18 cents; 
manure $1.66; storage 91 cents; miscellaneous 48 
cents. 

The investigation of wheat costs was carried on in 
Montgomery, Warren and Wapello counties. Figures 
were secured from 167 farms. The average value per 
acre of the land in wheat was $282. The average yield 
was 18.5 bushels and the average acreage was 29. 

Only 40 per cent of the 167 farms produced wheat 
at a cost of $1.80 or better, the present market price. 
The remaining 60 per cent stand to lose on the wheat 
growing operations this year. 

The cost of production for an acre of wheat was 
distributed as follows: Seed, $3.41; use of land, in- 
cluding taxes and 5% per cent interest on land, $16.80; 
man labor, $4.14; horse labor, $5.04; machinery, $1.24; 
threshing, $1.67; twine, 35 cents threshing fuel, 16 
ee manure, $1.49; storage, 44 cents; miscellaneous, 

1.04. 


Land Charges Approximately One-half the Cost. 


The most interesting feature of this calcula- 
tion is the cost of the land. It may be that the 
figures represent average values when the cal- 
culation was made, and some of the present 
owners may have paid that price for the farms, 
but whether they are worth that valuation or 
not depends upon the prices that can be ob- 
tained for the products grown on them. It is 
reversing the actual relationship to represent 
land values as a basic element in the price of 
products. The converse is true, i. e., land values 
are based upon the value of the products which 
the lands will produce. 

Tabulating the cost of these crops as given 
above the statement is as follows: 


Per acre 
Wheat 
Seed $3.41 
Labor, man and horse 9.18 
Machinery ..... 1.24 
Threshing, including fuel 
Twine 
Manure 
Storage 
Miscellaneous 























Total, exclusive of land charges.... 


$18.98 
Land charges 


16.80 
$35.78 





Total 





Labor Costs, 


Presumably the labor costs are computed at 
the going rates for labor, team service and 
use of machinery which the farmers would 
have had to pay if they had hired the work 
done. This is correct, but it must be borne in 
mind that it includes compensation for labor 
at high rates and for investment in equipment. 
In the case of both wheat and oats the aver- 
age returns covered these costs, reckoning 
values at the date named, but subsequent de- 
clines have thrown the value of the oats crop 
below even these direct production costs. 

At $1.80 per bushel, as calculated above, the 
average value of the wheat crop was $33.30 
per acre, or a profit of $14.32 per acre after 
meeting the direct expenses. At 44 cents per 
bushel the average value of the oats crop was 
$16.85, which was only $1.76 per acre above the 
value of the labor and other items of cost ex- 
pended upon it, 











Further Declines. 


Both wheat and oats have declined in selling 
price since October 18, the former abqut 55 
cents per bushel and the latter about 10 cents 
per bushel, on the Chicago market. This would 
reduce the net income per acre, exclusive of 
land charges, on wheat to about $4.15 and in 
the case of oats would give a deficit of about 
$2.00. The results upon oats are very un- 
satisfactory. Upon this crop the farmers of 
Iowa are in the position of many producers 
elsewhere, not only of agricultural products, 
but of manufactured goods, who have not only 
had profits for this year wiped out, but have 
lost money. These are not normal times, nor 
were the years when prices were booming. 
When prices were rising faster than costs 
the producer made money; now that they are 
falling faster than costs he loses. It will be 
better for everybody when conditions are set- 
tled again. 

The oats crop is large this year and as it 
happens the corn crop is the largest on record. 
It is not the usual thing to have both of these 
crops turn out so well in the same season, and 
as both are mainly used as feed for animals 
and the foreign market for them is restricted, 
the price has suffered excessively. 


Land Values as a Factor in Costs. 


All government farm management calcula- 
tious include interest on the estimated value 
of the land as part of the cost of making the 
crop, and as land values rise whenever crop 
values do, it follows that government calcu- 
lations almost invariably show that there is 
no profit in farming operations. 

This method of calculating costs may be jus- 
tified for the purpose of showing them in indi- 
vidual cases, or in order to indicate the true 
value of land in production, but as a basis for 
a grievance on the part of the farmers against 
the rest of the population they are not valid. 
Figures showing that the farmer, after allow- 
ing interest on the value of his land does not 
receive adequate pay for his labor do not prove 
that or that prices of products are too low; 
it may be that land values are rated too high. 


Advance in Land Values. 


The Department of Agriculture has issued a 
pamphlet this year entitled “Farm Land Values 
in Iowa” in which it shows as the result of a 
careful inquiry that between March 1, 1919, and 
March 1, 1920, the selling value of farms in 
Iowa increased, on the average, $63 per acre. 
The Iowa State Census of 1915 calculated that 
during the ten years preceding, the average 
value of Iowa lands had increased $60.25 per 
acre, or 128 per cent. The report of the Fed- 
eral Census for the ten years 1899-1909, calcu- 
lated the average advance during those years 
at 124 per cent. What has caused these ad- 
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vances? The report of the Department upon 
the sensational advance of last year shows that 
in 1,035 farm sales which were investigated, 
727 farms were bought by farmers, of whom, 
however, 47 are classed as retired farmers liv- 
ing in towns. The other purchasers were people 
in various occupations, some of whom stated 
that they intended to live on the lands, while 
others bought with the intention of selling 
again. At bottom it is the efforts of farmers 
to buy farms which puts up the price. lf there 
was no demand from them there would be no 
demand from speculators. Upon what theory 
then can the farmers blame other people for the 
high price of lands, and what reason is there in 
the claim that the prices of farm products 
should advance to pay a return on any prices 
which the farmers may establish upon lands? 
If the prices of farm products should double, 
the scramble for farms wculd send values so 
high that the farmer would make just as poor 
a showing of earnings as before, according to 
the Government’s system of calculating costs. 
Judged from this standpoint the situation is 
hopeless. 


Reasons for Low Returns on Land Values. 


The reasons for the low returns upon land 
values invariably shown by investigations are 
not hard to find, and they should be dea!t with 
frankly. One of them is that in the middle 
west over every census term inthe past 
there has been a substantial increase of land 
values. This rising tendency has come to be 
expected and is partially discounted in the 
prices paid for land. The buyer will pay more 
than he would pay if he was expecting no gains 
except from the crops. 

Another reason is that land, particularly in a 
new and developing country is considered the 
safest of all investments. The mass of the 
people know comparatively little about invest- 
ments other than in real estate and mort- 
gages. They distrust other investments but 
have confidence in land, and in many cases buy 
it with a view to the safety of the principal 
rather than the rate of return. They will bid 
up the price of land to a point where it will 
pay a lower rate than would satisfy them in 
the case of any other class of investment. 


Neighborhood considerations, or in other 
words choice of a place to live, are another 
factor in thevalue of land. In the states 
of the middle west, where farming is the chief 
industry and the sons and daughters of farm- 
ers expect to be farmers, there is a constant’ 
demand for farms by the young people who are 
setting up for themselves. The parents wish 
them to locate near the old home, and are in 
the market for farms for them. In some in- 
stances a settlement of foreign-born people, 
with a church of their faith, will affect land 
values. 























The Competition for Land. 


Finally, there is constant competition for 
land by the thrifty and successful farmers. The 
natural investment for a farmer is in more 
land. On the surface there does not appear to 
be that sharp competition between individual! 
farmers that exists between rival tradesmen, 
but the competition is there. The farmer who 
is a good business man and getting ahead, is 
making a price for land which a poorer farmer 
cannot afford to pay. The latter cannot buy it 
and make it pay out. It must be remembered 
in reading all statements of average returns 
that many farmers are making more than 
the average and many are making less. The 
Department of Agriculture made an inquiry 
into the cost of raising wheat on 481 farms in 
Kansas, Missouri, Minnesota, North Dakota 
and South Dakota, in 1919. It found the aver- 
age cost to be $2.15 per bushel, and that 224 
farmers, who harvested 44.2 per cent of the 
acreage, produced their crops at less than the 
average cost, while 257 farmers, who harvested 
55.8 per cent of the acreage, produced at a cost 
above the average. The people who are below 
the average in productive efficiency are poorly 
paid in any competitive field, for compensation 
is good or poor by comparison with what 
others earn. 


Effects of Rising Land Values. 


Some people deprecate the rise of land val- 
ues, arguing that it is hard on the poor man, 
tends to concentrate land ownership, create 
tenancy, etc. The subject is an important one, 
much too large to treat comprehensively in 
these columns, but it may be noted that 
the influences affecting values are broad, 
or in other words result -from the ac- 
tions and opinions of the body of the 
people, and not from mere price manipula- 
tion by a few. It is unfortunate that land 
values should be lifted by temporary influ- 
ences, such as the high price of products in 
war time, and that the rise should be assisted 
by speculation, and that people should go into 
debt to buy under such conditions; but rising 
prices in any kind of property cause specula- 
tion and the right of people to go into debt is 
incidental to freedom in the management of 
their private affairs. 


It is a debatable question whether rising land 
values tend to concentrate land ownership. It 
depends upon whether land can be used most 
advantageously under large holdings or small. 
The land system, like every other feature of 
the industrial organization, will tend under the 
economic law to take that form which will pro- 
duce the largest economic results. The big 
ranches are being broken into farms for that 
reason; that is decentralization. Some peo- 
ple think the large farms will be gradually 
divided into small holdings, for intensive work- 


ing, as lands are held in Japan and France. 
Others think that the best results in growing 
the principal staples are not to be had in that 
way, because it is not practicable to use ma- 
chinery extensively; they think the tendency 
will be the other way, to the adoption of fac- 
tory methods and large scale production by 
the largest possible use of machinery. 

Since opinions differ, and one system may be 
best for one kind of crops and another system 
for other crops, the best policy is to allow 
natural development to take its own way. The 
natural tendency in a society not dominated by 
doctrinaires will be for the lands to be disposed 
of and handled in the manner which will yield 
the largest production in proportion to cost, 
which is more important to society than who 
owns the lands. 


Yield the Important Thing. 


The cost of growing the farm crops calcu- 
lated by the bushel or ton, depends very largely, 
upon the yield per acre, and that is 
largely dependent on the intelligence, train- 
ing and industry of the farmer. If year 
by year, under the same conditions, one 
group of wheat growers should show 
lower production costs than another group, 
it would indicate that the former group 
could afford to pay more for land than the lat- 
ter, and probably would become larger land- 
owners. Moreover, the public interest would 
be served by this development, which probably 
would occur by members of the former group 
buying out members of the latter. Since the 
land area cannot be increased, it is undoubtedly 
necessary as population increases, that the 
lands shall be made more productive. 

Is there any other system under which the 
lands will tend to pass naturally into the hands 
of those who have the ability to get the best 
results from them, than by this system of free 
purchase and sale? There are people who think 
that the lands should belong to the state for 
the common advantage, but even then it would 
be necessary to have some system of distribu- 
tion to tenants which would promote the 
largest production. The problem of land con- 
trol is always how to get the largest perma- 
nent yield of the products required to satisfy 
the wants of the population. Every land- 
owner is under obligations to justify his hold- 
ings by this principle. 

Land policies, like other public policies, must 
be general and judged by the general results. 
It is said that rising land-values increase ten- 
ancy, but that is probably a temporary effect. 
High land-values logically require good til- 
lage, good drainage, and complete equipment 
for efficient farming operations. The owner 
who cannot or will not give these will find it 
to his advantage to transfer his investment to 
some other field, and let the land pass to some 











‘one who can make the best use of it. That 
everybody does not do this is not proof that 
the principle is unsound. Under any system 
there will be people who will not do what is to 
their best interests, but self interest is the 
motive that can be most surely relied upon to 
accomplish results. The economic laws work 
by gradual but steady pressure. 


Fallacy of Restricting Production. 


The fixed investment in land is something to 
be considered by the farmers who are propos- 
ing to restrict the production of farm products 
as a means of advancing prices. With the 
land charge so large a percentage of the cost 
of production, and the same whether anything 
is grown on the land or not, the idea of letting 
land lie idle does not commend itself. More- 
over, the other items of cost as shown in the 
government calculations consist for the most 
part of charges for the labor of the farmer 
and his family and the use of equipment which 
he owns, and so far as these are concerned he 
will not gain much by curtailing his opera- 
tions. The experience of the past is against 
the adoption of such policies. 


There have been low prices in other years. 
It is less than 25 years since wheat sold in Chi- 
cago under 60 cents per bushel and corn sold 
in Iowa at 15 cents per bushel. There was 
alarm and agitation then hy people who 
thought that unless something was done at 
Washington forthwith everything would go to 
ruin. The real danger at such a time is that 
something will be done that will interfere with 
the workings of the natural, economic law, and 
prevent its setting things to rights. 

Amid all the vicissitudes of agriculture, the 
farmer who has gone on with his business as 
usual, diversifying his crops and getting the 
largest yield he knew how to, has always found 
that the markets came back to him and on the 
average gave a fair reward for his labors. On 
the other hand the man who changes his poli- 
cies with a view to influencing world markets 
is likely to find when prices are right that he 
has little to sell. The steady-going man-on- 
the-job, who depends on the law of averages, 
comes out ahead. 


The Straight-Forward Course. 


Furthermore, the man who keeps to his 
work at this time has the satisfaction of know- 
ing that he is doing his honest part to bring 
order out of chaos and restore the natural 
equilibrium. This is no time to allow impa- 
tience, resentment and class feeling to domi- 
nate policies, add to the confusion and delay 
readjustment. A policy of making food and 
clothing materials artificially dear will fail, 
but a policy of bringing other commodities 
down to a level with farm products will suc- 
ceed, and in this way an equitable readjust- 
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ment will be accomplished.. The-world does 
not want readjustment upon the basis of war, 
disorder and. scarcity, but upon the basis of 
peace, order and abundance. 

Throughout all the period of high prices tens 
of thousands of people have suffered because 
their incomes have not increased to corre- 
spond with the increase in the cost of farm 
products and of wages in other occupations. 
This has been true of the entire body of public 
employes, including school teachers, of many 
of the wage-earning and salaried class in pri- 
vate employment and of others dependent 
upon fixed incomes. There has been no re- 
dress for them. And now everybody should be 
content to take his turn and do his part, with- 
out being too sensitive as to his own relative 
position each day in a time of confusion and 
change. The best type of citizen is the one 
who wants to guide his own course in the man- 
ner that. will best serve the common interest, 
whether anyone else does so or not. When 
that purpose governs, our difficulties will be 
quickly overcome, and it will be found that 
nobody has made any sacrifice. 


Banker-Farmer Conferences. 





The Iowa Bankers’ Association has held dur- 
ing the past month a series of conferences in 
different parts of that state, to which the 
bankers and farmers of the several localities 
were especially invited, but which were open 
to the public. The conferences were for the 
purpose of free discussion and exchange of 
views over the banker-farmer situation in Iowa. 
The loans of the bankers to the farmers are of 
record proportions, and the severe declines that 
have taken place in the prices of farm products 
have given a much more serious aspect to 
these loans, and also checked the marketing 
movement and affected the entire business situ- 
ation. 

These meetings were largely attended, at 
some places the largest halls being inadequate 
to hold the crowds, and the interchange of 
views was frank, honest and valuable. The 
bankers described their situation, the farmers 
described theirs and representatives of the 
Federal Reserve Bank of Chicago told of the 
general situation and the position of the Re- 
serve bank. All parties seem to have been im- 
pressed that the meetings brought about a 
better state of feeling. It appeared from the 
statements made by the officials of the Reserve 
bank that banking conditions in Iowa were 
more expanded than in any other territory of 
the Chicago district. According to their calcu- 
lation, based upon banking assets, the bankers 
of Iowa were borrowing from the Reserve bank 
245 per cent of their proper proportion of its 
loanable funds. Illinois, with the great indus- 
trial and commercial city of. Chicago, was bor- 
rowing 86 per cent of its rightful proportion, 

















and included in this were the borrowings of the 
large member banks of Chicago, for the pur- 
pose of lending in Iowa and other outside ter- 
ritory. 

The high point of loans by the Chicago Re- 
serve bank to the lowa member banks for the 
‘war time and immediately following, was 
reached May 1, 1919, when the figures were 
$32,000,000. By July 1, 1919, this amount had 
been reduced to $12,000,000. On May 1, 1920, 
the figures were $65,000,000, by July 1 were 
down to $61,000,000, but on November 12 they 
had risen to $91,000,000. ‘These are sums bor- 
rowed by the Iowa member banks from the 
Federal Reserve bank of Chicago for the ac- 
commodation of their customers, after exhaust- 
ing their own lending capacity. They do not in- 
clude borrowing by the Iowa banks from cor- 
respondent banks in Chicago, New York and 
other centers, which aggregate a large sum. 


Help From Other Districts. 


It should be considered in this connection 
that on the date named, November 12, the 
Federal Reserve banks of Cleveland, Phila- 
delphia and Boston were lending an aggre- 
gate of $200,000,000 to seven other Federal 
Reserve banks, of which $38,000,000 was to 
the _New York bank and the remainder 
to Reserve banks in the west and south whose 
demands were mainly from the agricultural dis- 
tricts. The Federal Reserve Bank of Cleveland, 
which includes in its territory western Penn- 
sylvania as well as the great industrial state 
of Ohio, has been lending more credit to the 
Reserve banks in agricultural districts than to 
the member banks of its own district. 

The statements of condition of national 
banks, on September 8, as summarized by the 
Comptroller of the Currency, shows that the 
national banks of New ‘York City had lost 
$486,162,000 in deposits since June 30, last, 
which was largely accounted for by the with- 
drawal of funds by the interior. These facts all 
go to show that the whole country has been 
straining itself and denying credit for other 
purposes to provide for the agricultural dis- 
tricts. They furnish a sufficient answer to the 
malevolent charges that the bankers and busi- 
ness interests of the cities are either conspiring 
against the farmers or indifferent to their situ- 
ation. 

A statement of the amount of credit absorbed 
by the State of Iowa in the last year would not 
be complete without knowledge of the increase 
of mortgage indebtedness, which is said by 
well-informed observers to have been consider- 
able. It would be also necessary to know the 
increase in bank loans within the State. ‘The 
facts brought out at the conferences showed 
that loans had been increasing while deposits 
were decreasing, which indicated that the State 
was borrowing and drawing on bank deposits 
to pay for current purchases outside. 





Lessons of a Boom Period. 


A postmortem examination of a boom period 
is never pleasant reading, and the lessons 
which may be learned are seldom readily ac- 
cepted by the parties most interested. The 
conditions in all such periods are singularly 
alike. It cannot be said that this great in- 
crease of indebtedness has been forced upon 
the people of Iowa by hard times, for recent 
years have been unusually prosperous ones. The 
Department of Agriculture at Washington has 
reported, on the strength of an extended in- 
quiry, that the average value of the farming 
lands of the state increased $63 per acre be- 
tween March 1, 1919, and March 1, 1920. The 
tight money situation has not been worse in 
Iowa than in other states because the people 
of Iowa have been passing through harder 
times, but rather because they were more un- 
der the spell of prosperity, or the appearance 
of prosperity. Of course their lands did not 
actually increase in value $63 per acre in one 
year, but they thought so, and thought they 
were entitled to use a correspondingly larger 
amount of credit. 

The people of Iowa subscribed liberally to 
the Liberty and Victory loans, and undoubtedly 
borrowed for that purpose, but these loans 
were floated before July 1, 1919, at which date 
the Iowa borrowings of the Federal Reserve 
Bank were only $12,000,000. It was not the 
war borrowing that put them in their present 
situation. 

This chapter from the. experience of Iowa 
is just like the stories of the boom experiences 
of all other peoples. If any one had been able 
to foretell in 1914 the sums which the people 
of Cuba would receive for their sugar crops in 
the following five years, and if he had not 
known history or human nature, he might 
easily have said that everybody in Cuba would 
get out of debt, and live on Easy Street ever 
after. But the people of Cuba are living un- 
der a moratorium today, proclaimed for the 
purpose of preventing a general collapse of the 
credit structure. 


The Causes of Tight Money. 


At the first of these Iowa conferences Mr. 
L. A. Andrews, president of the Iowa Bankers’ 
Association, upon opening the: meeting deliv- 
ered'‘a carefully prepared and able address, in 
which he described some of the causes for the 
great increase of bank loans as follows: 


Two causes particularly are responsible for the 
over-extension of credit in Iowa at this time. 

First, is the fever of speculation and reckless buy- 
ing that has been prevalent all over the country and 
nowhere more than in Iowa. With.a record of two 
hundred millions of almost worthless stock sold in 
Iowa in two years with hundreds more millions spent 
in reckless land speculation, and hundreds more 


millions spent in senseless buying of autos and lux- 
uries of all kinds is it any wonder that money is 
tight? It was great while it lasted, but the pay day 
is here. 














Second, the war inflated prices to such an extent 
that the whole credit system was put on a false basis. 
Money was so easy that obligations were assumed 
without the usual care either on the part of borrower 
or banker. Extensive lines of long time paper were 
taken on, deposits increased rapidly, loans increased 
faster, instead of debts paid, new obligations were 
made, debt pyramided on debt, until an over-exten- 
sion of credit resulted which will take months to clear 
away. 


This statement and the foregoing figures are 
commended to the individuals who think that 
this tide of inflation should have been allowed 
to go on swelling indefinitely. Isn’t the debt- 
paying job big enough as it is? 


Relations Between the Banks and Farmers. 


Mr. Andrews stated the relations existing 
between the banks and farmers of lowa and 
described the situation as follows, in part: 


We must not lose sight in our discussion that 
the interests of the bankers and farmers of Iowa are 
so nearly identical that anything that affects one, 
affects both, for the very good reason that in a large 
per cent of the banks of Iowa, the farmer is the prin- 
cipal stockholder and the largest depositor. 

In this greatest of agricultural states, all business 
is dependent on the prosperity of the farmer. In fact, 
his prosperity is the prosperity of Iowa, and whatever 
effects the well being and solvency of Iowa, should re- 
ceive the careful thought of all and the hearty co- 
operation of every interest. 

The bankers of lowa wish to meet the. farmers of 
this state on this common ground of co-operation, 
telling each other their troubles and believing that 
the hearty good feeling that has always been mani- 
fested in the past will continue and that these dis- 
cussions will not be fruitless of results. 

Let us consider these problems first by getting down 
to the true conditions affecting farmers and bankers. 
It has been said by some irresponsible, misinformed 
persons that the farmers of Iowa were not receiving 
the credit they should from Iowa banks. The banks 
of Iowa have practically only one customer, the Iowa 
farmer. In a large measure, he owns the banks, the 
deposits of the banks are made up principally of his 
money; he has through wise legislation safeguarded 
the business of banking in this state by strict laws, 
both national and state. 

The bankers receive deposits as trust funds, payable 
mostly on demand, to the man who puts the money in 
the bank. The bank cannot create credit. Its cus- 
tomers determine its credit strength. The bank can 
only loan what is deposited with it, regarding 
these sums always as trust funds and knowing that 
they are payable on demand at any time the customer 
wants his money. The banker has sacred obligations 
to meet every day and his loans must be kept in such 
condition that he can meet them. 

The last published statement of Iowa banks shows 
that these banks had loaned out to the farmers of 
Iowa, not only the legal percentage of these deposits, 
but also their capital and surplus profits, and beside 
all this, they have borrowed and reloaned many mil- 
lions of dollars, the Federal Reserve Bank of Chicago 
alone showing that Iowa banks have borrowed over 
twice what they are entitled to under the basic rule. 

The report of the superintendent of banks of Iowa 
shows that the loans of Iowa state and savings banks 
have increased $72,600,000 during the past year, that 
their bills payable have increased $20,000,000. It also 
shows that in the last three months their deposits 
have decreased $16,200,000. 

With these facts before one, can any sane man 
say that the Iowa banks are not taking care of the 
lowa farmers? 

Deposits in Iowa banks have been declining in the 
last three months. Every time a deposit is checked 
out by a farmer from his bank, he weakens just that 
much the credit structure that lowa farmers need now 
more than ever before. 
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Iowa banks have renewed millions of dollars of 
loans which have become due the last few months, 
because they did not wish to force payment and cause 
their customers a loss. But in this regard, all should 
remember that the individual has just the same ob- 
ligation to pay his debts as the bank has to pay its 
deposits and all contracts of this nature should be 
lived up to as nearly as possible. 

Iowa banks have taken care of their customers. 
They have borrowed to loan more money and have 
borrowed again to pay depositors instead of calling 
loans and making the Iowa farmer pay his debts. 
Why is money tight in Iowa? Because the Iowa 
farmer does not pay his loans. That is the only rea- 
son. 

Having established the fact that the Iowa banker 
has gone the limit in financing the Iowa farmer, let us 
look on the other side and see what this deflation of 
prices has done to the farming interests. By the 
providence of God, Iowa farmers produced this year 
the greatest crops ever known. Wresting the crown 
from Illinois, Iowa has produced more corn than was 
ever grown by one state before. The richest agri- 
cultural tract of land in the world of its size, has 
broken its own record of past years, all at highest pro- 
duction costs. What is the situation? Prices on farm 
products have been beaten down and down until many 
are less than half what they were July 1. The most 
serious economic situation in its history has developed 
in Iowa. Her chief industry has been dealt an awful 
blow and all business interests must co-operate to 
aid in solving the grave situation. 

. s * + s 

While it is a fact that prices are down, that credit 
is strained and the whole industrial fabric much 
weakened, still here in Iowa we have no cause for 
alarm. We have immense crops which the world 
must use sooner or later at fair prices, and the right 
spirit of co-operation will bring out everything all 
right without serious trouble. 


Conferences Helpful. 


The views expressed on all sides were gen- 
erally constructive and reasonable. The farm- 
ers agreed that the crops should be moved 
gradually, to meet consumption requirements 
and with proper regard for the banking situa- 
tion, and on the other hand the bankers agreed 
that all interests would be best served by a 
moderate movement which did not over-bur- 
den the markets under the existing unfavor- 
able conditions. 

It was a fine idea to have these conferences. 
They illustrate the manner in which all emer- 
gencies affecting the welfare of large numbers 
of people should be met. Unquestionably they 
will exert a good influence not only within the 
borders of Iowa but outside, and not only 
among farmers and bankers but among other 
people who are thinking that their own trou- 
bles are the only ones. The counsellors and 
leaders of labor, who want to know what is the 
matter with the markets for labor products, 
why industries are shutting down, and what is 
their own proper part in this situation, will get 
light on the subject by reading the reports of 
these conferences. 


Cattle-Growing Interests. 





The cattle-growing interests of the West 
have had much to contend with in the last few 
years. First, there was a prolonged drought 
in Texas which compelled the sacrifice of 




















many herds, and then came a drought in the 
Northwest, followed by a very severe winter 
on the range, in which many head were lost 
and which entailed very heavy expenses for 
feed or the movement of animals to other 
states. The winter also entailed heavy losses 
upon the sheep-growers and inability to sell 
their wool this year has increased their bur- 
dens and those of the banks in the range coun- 
try. 

, re the war the price of cattle rose with 
other prices, there was an increased demand 
for loans upon cattle security, and cattle-loan 
companies expanded their operations, selling 
much paper over the country through brokers, 
as is customary with commercial paper. Such 
paper is not supposed to be renewable. What 
gives commercial paper a wide market is the 
assurance that it will be paid when and where 
it falls due, without request for renewal. It 
is supposed to represent commodities which 
will be sold before the paper matures and thus 
provide the funds for payment. Take away 
this assurance, and the market for any maker's 
paper will quickly disappear. 

Too much cattle paper was put out which 
did not have this quality ; in some instances it 


represented stock cattle, which the owners did | 


not intend or desire to sell. This class of paper 
hurt the reputation of cattle paper as a class. 


As the money market tightened it became dif- . 


ficult to float fresh paper on the market, and 
the makers had to fall back on the banks where 
they had permanent relations, for the means 
to take up their maturing obligations. These 
banks were already heavily loaned, and could 
not assume the additional burden. Cattle were 
forced on the market, prices were depressed 
and heavy losses sustained. Furthermore, the 
cattle industry was becoming demoralized and 
cattle supplies in the future threatened, as 
stock cattle, immature, half-fat, animals and 
calves were sent to slaughter. A great corn 
crop was shrinking in value because of the poor 
outlook for fattening operations. 

In view of this situation the initiative was 
taken by Chicago bankers in organizing a cor- 
poration which is to handle a fund to be used 
where necessary to protect and stabilize the 
situation. Some $22,000,000 has been sub- 
scribed by banks of Chicago, New York and 
Boston. The plan does not contemplate a 
permanent organization, but simply one to 
deal with the present emergency. 


The Controlling Influence. 





Weare in receipt of a letter from Professor 
C. W. Askling, a lecturer in a technical school 
at Norrkoping, Sweden, and a consulting en- 
gineer, who has the following comment upon 
the world situation, quite applicable here: 


I am in receipt of your letter of the 29th Sept. and 
your Monthly Bank Letters for September and Oc- 





tober. 
courtesy. 
From the two copies received I find that your views 


Please accept my sincere thanks for your 


are rather optimistic. These may be well founded for 
the United States, but according to my opinion there 
will, for. a long period, be hard times ror Europe. One 
of the greatest dangers is the general ignorance of 
economic laws, but the excellent way in which you are 
instructing the public in your couwtry cannot cer- 
tainly fail to bear good fruit. As for great parts of 
Europe, some lines by Herbert Spencer of 1895 will 
unfortunately hold true for severat years to come: 
“Under your present condition men could not be got 
to listen. Even if they listened they would not be 
convinced. And even if they were convinced, 
their conduct would not be appreciably affect- 
ed. When men are under the influence of pro- 
nounced feelings no amount of reason changes their 
behavior. . Feelings, not ideas, determine social 
results. Everything depends, not upon intellect, but 
upon character and character is not to be changed in 
a day or in a generation.” 


The Bond Market. 


In the face of heavy liquidation in practically 
all markets within the past few weeks, the be- 
havior of high grade bonds has been nothing short 
of remarkable. The active demand for bonds 
which had manifested itself throughout the month 
of October continued practically unabated up to 
the very beginning of November when the recent 
wave of selling of stocks first made itself felt on 
the Exchange. This wave grew to larger propor- 
tions than generally ‘had been anticipated and 
swept many “market leaders” to distinct low 
levels of the year. 





The average price of forty representative bonds 
declined only 2% points within the three weeks 
period ending November 20th. During the same 
time twenty-five industrial stocks lost over 15 
points. Twenty-five railroad stocks declined 
about 4 points. This record in itself would seem 
to be a fair indication of the latent demand for 
bonds and the present inherent strength of the 
bond market. 


Railroad Bonds. 


In the latter part of October a public offering 
was made of $8,107,000 Illinois Central Railroad 
Company five to fifteen-year 7% Equipment Trust 
Certificates, at various prices to yield from 6.75 
to 6.60%. New railroad issues were conspicuous 
for their absence during November until the 20th 
of the month, when $4,500,000 Chesapeake & 
Ohio Railway Company four to fifteen-year 614% 
Equipment Trust Certificates were offered at 
prices to yield from 6.85 to 6.70%. About a week 
later $25,000,000 Canadian Northern Railway 
(Canadian National Railways System) 20-year 
7% Sinking Fund Debenture Bonds, due Decem- 
ber 1, 1940, were offered at 100 and interest. All 
of the above issues were quickly absorbed. 


Industrial Bonds. 


Prominent among industrial financing of 
the month was the offering of $27,500,000 Gen- 
eral Electric Company stock at par. A few 
weeks earlier an issue of $30,000,000 Westing- 





a 


house Electric and ‘Manufacturing Company 
7 per cent Gold Bonds, maturing May 1, 1931, 
was heavily oversubscribed at the offering 
price of 9434 and interest, to yield about 734 
per cent. Other new financing by well-known 
industrial corporations included: 


$10,000,000 National Leather Company Five-Year 8 
per cent Notes at par and interest. 
6,000,000 Diamond Match Company Fifteen-Year 7% 
per cent Debentures at par and interest. 
4,450,000 Galena Signal Oil Company 7 per cent Con- 
vertible Debenture Bonds, due April 1, 1930, 
at 93% and interest, to ‘yield about 8 per 
cent. 
12,000,000 Aluminum Company of America Five-Year 
7 per cent Gold Notes at 97% and interest, 
to yield about 7.60 per cent. 


Municipal Bonds. 


There was a substantial increase in the vol- 
ume of new municipal financing during the 
last two weeks of October. The demand dur- 
ing the whole month was strong and bonds 
proved attractive at considerably higher price 
levels which have since been well maintained. 


$9,650,000 Miami Conservancy District, Ohio 
5\%4s, due serially from 1925 to 1949, were 
quickly taken at prices to yield 5.60 per cent 
on maturities 1925 to 1930, 5.50 per cent on 
1931 to 1935 maturities and 5.40 per cent on the 
long term bonds. 


United States Government Bonds. 


The new offering of $200,000,000 U. S. Cer- 
tificates of Indebtedness dated November 15th, 
maturing May 16th, 1921, and bearing 53% per 
cent interest, was substantially over-sub- 
scribed. The proceeds from the sale of the 
major portion of these certificates was used to 
refund $102,863,000. of 514 per cent certificates 
which matured November 15th. 


Prices for Federal Farm Loan 5’s have con- 
tinued upward. Nevertheless, general liquida- 
tion, and selling to establish losses for tax pur- 
poses, have resulted in somewhat lower prices 
for Liberty Bond issues in spite of the opera- 
tion of the 24 per cent sinking fund purchases. 
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CAPITAL, 
SURPLUS 


UNDIVIDED 
PROFITS 
$106,045,328.87 


Loans and Discounts 


Banking House 
Due from Branches 


Other Assets . . 


THE NATIONAL CITY BANK 


OF NEW YORK 
AND BRANCHES 


Condensed Statement of Condition as of November 15, 1920 


and CASH on Hand, in Federal Reserve Bank, due 
from Banks, Bankers and U. S. Treasurer 
Acceptances of Other Banks . pace a 


United States Bonds, other Bonds and Securities 
Stock in Federal Reserve Bank ; 


Customers’ Liability Account of Acceptances ; 


ASSETS ' 


- $272,842,939.96 
8,492,456.61 $281,335,396.57 


-. 626,571,419.03 
36,970,918.09 
2,550,000.00 666,092,337.12 


5,000,000.00 
12,439,742.85 
66,958,156.75 
4,245,626.95 


$1.036.071.269.24 








Head Office 


55 Wall Street 
New York 





LIABILITIES 


Capital, Surplus and Undivided Profits . 

Deposits 3 

Reserved for Taxes and ‘Interest Accrued . 

Unearned Discount ee 

Circulation . 

Due to Federal Reserve Bank . 

Other Bank Acceptances and Foreign Bills sold with our 
Endorsement 


Acceptances, Cash Letters « of Credit 2 and Travelers’ Checks : 
Bonds Borrowed F 
Other Liabilities 


. $106,045,328.87 
700,102,086.74 
4,777 ,131.86 
3,581,654.64 
1,431,942.50 
123,818,367.47 


21,091,185.78 
70,757,148.34 
2,228,000.00 
2,238,414.04 


$1.036.071.260.24 























